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CARTIER 

CURRENT SITUATION 


Products : Cartier Vendome and Cartier Luxury Milds 
- both Virginia blended products. 

Current Distributor : Tobacco Exporters Int'l (TEI) 

Unit Volume : Over 14 million units per year, with 
the Luxury Milds being the larger seller (60% of 
total) . 


Price: 

Vendome 

Lux Mild 

Marl KS 

List Price (Per M) 

$34.50 

$36.50 

$33.50 

Less: Handling Allow. 

1.73 

1.83 

1.10 

: Special Allow. 

2,50 

2.50 

- 

Net Price (Per M) 

$30.29 

$32.17 

$32.40 


TEI GIVES a special allowance as a rebate, it 

IS NOT TAKEN OFF INVOICE. It IS NOT KNOWN IF 

this is given to all customers. 

TEI IS believed to have a lower price on the 
Mexican Border (S24.80/M), however, we have not 
received written confirmation. 


Key Segment/Account : Almost all of Cartier's volume 
is in the airport segment, with the vast majority of 

VOLUME BEING SOLD THROUGH DUTY FREE SHOPPERS. 


Source: https://www.industrydocuments.ucsf.edu/docs/kpgn0004 
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DUTY FREE SHOPPERS _<DF& 


Mmrnm 

• Operates nine U.S. airport locations (JFK-NY, 
Boston, Atunta, Houston, Dallas, Los Angeles, 
Portland, Anchorage and Honolulu). 

• DFS REPRESENTS TWO-THIRDS OF THE TOTAL U.S. AIRPORT 
CIGARETTE VOLUME. 


mim 

• Total Cartier sales: 17.2 million units including 
Guam. 

• Excluding Guam, sales are 13.8 million units, 

• 60% of Cartier volume with DFS is in the Luxury 
Milds. 

• Almost all of Cartier's sales are to Japanese, 

• Vendome primarily appeals to females. 

• DFS was key to Cartier's initial development. 

• Cartier is a gift business noi a cigarette business, 

• From DFS's view, the key problem with Cartier is the 
relatively low retail prices/margins. 


Source: https://www.industrydocuments.ucsf.edu/docs/kpgn0004 
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CARTIER SALES NOTES BY AIRPORT 


HONOLULU CPFS) 


• Vendome outsells Luxury Mild by 3:2 (week of 8/2). 

• Key purchasers are middle aged Japanese tourists 
(Men and women ages 35-50). 

• Small fraction of sales made to French tourists. 


LOS ANGELES (DFS) 


Luxury Mild outsells Vendome in the downtown outlets 
by 3:1. 

• Key purchasers are middle aged Japanese businessmen. 


ANCHORAGE (DFS) 

Luxury Mild outsells Vendome. 
• Key purchasers are Japanese. 


SAN FRANCISCO (ALLDERS) 


Luxury Mild outsells Vendome. 

Key purchasers are young female Japanese. 


Source: https://www.industrydocuments.ucsf.edu/docs/kpgn0004 
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PRICING/GROSS MARGIN HIGHLIGHTS 


The retail pricing structure in duty free airports goes 


FROM (LOW TO HIGH) 


Average 

Brand 

Average Retail 

Gross Margin 

Marlboro 

$13.00 

50% 

Dunhill 

14.00 

53% 

Cartier Vendome 

15.00 

56% 

Cartier Luxury Mild 

16.00 

57% 

Lark Deluxe Mild 

16.50 

60% 

PMI 

21.00 

68% 


Cartier's relatively low prices in Asia will limit 

THE PRICE INCREASES THAT PM OR RETAILERS COULD TAKE. 

Cartier must have a higher retail price and/or a 

HIGHER GROSS MARGIN IN ORDER FOR IT TO BECOME A 

"retailer-push" brand. Cartier's consumer franchise 

IS NOT STRONG ENOUGH FOR IT TO BE A MAJOR 
"CONSUMER-PULL" BRAND. 


Source: https://www.industrydocuments.ucsf.edu/docs/kpgn0004 
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DUTY FREE PRICING REVIEW 

(US $ PER CARTON) 


CARTIER 


AIRPORT 

USA 

LUXURY MILD 

VENDOME 

MARLBORO 

DUNHILL 

LARK DELUXE 

PMI 

HONOLULU 

16.00 

14.00 

13.00 

13.00 

16.00 

20.00 

NY-DFS 

15.99 

N/A 

14.49 

14.99 

16.99 

16.99 

FENTON 

N/A 

17.95 

13.50 


16.99 

16.99 

MIAMI 

16.00 

N/A 

12.25 

15.00 

N/A 

N/A 

LOS ANGELES 

16.00 

14.50 

13.00 


16.50 

22.00 

SAN FRANCISCO 

16.00 

16.00 

11.50 


16.50 

22.00 

ANCHORAGE 

14.25 

12.00 

11.25 

14.25 

15.00 

21.00 

O'HARE 

N/A 

15.00 

14.50 


15.00 

14.75 

DULLES 

15.00 

N/A 

12.25 


12.50 

17.00 

ATLANTA 

15.99 

N/A 

11.49 

14.99 

15.99 

N/A 

BOSTON 

15.99 

N/A 

13.49 

14.99 

N/A 

N/A 

ASIA 

TOKYO 

(Y150) 

N/A 

10.67 

10.00 

11.33 

13.33 

N/A 

HONG KONG 
(HK$7.8) 

N/A 

13.46 

(A) 

9.87 

11.28 

(B) 

11.28 

N/A 

SINGAPORE 
(S$l.8) 

7.50 

6.94 

(A) 

6.67 

7.22 

11.67 

N/A 


(A) Cartier Menthol and Cartier KS 

(B) Dunhill Menthol 

szezesetos 


Source: https://www.industrydocuments.ucsf.edu/docs/kpgn0004 





U.S. DUTY FREE GROSS MARGIN REVIEW 


* 


AIRPORT 

LUXURY 

CARTIER 

MILD 

VENDOME 

MARLBORO 

DUNHILL 

LARK DELUXE 

PMI 

HONOLULU 

57% 


53% 

50% 

50% 

58% 

67% 

NY-DFS 

FENTON 

57% 

N/A 


64% 

55% 

52% 

56% 

56% 

61% 

61% 

61% 

61% 

MIAMI 

57% 


N/A 

47% 


N/A 

N/A 

LOS ANGELES 

57% 


55% 

50% 


60% 

70% 

SAN FRANCISCO 

57% 


59% 

44% 


60% 

70% 

ANCHORAGE 

51% 


45% 

42% 

54% 

56% 

68% 

O'HARE 

N/A 


56% 

55% 


56% 

55% 

DULLES 

54% 


N/A 

47% 


47% 

61% 

ATLANTA 

57% 


N/A 

44% 

56% 

58% 

N/A 

BOSTON 

57% 


N/A 

52% 

56% 

N/A 

N/A 


* Calculated using list prices less handling allowances. Excludes all special allowances and 
transparency payments. 

9Z2ZG9£frOS 


Source: https://www.industrydocuments.ucsf.edu/docs/kpgn0004 




CARTIER PRODUCT OPTIONS 


1) Maintain existing Virginia blend in all U.S. duty 

FREE OUTLETS. 


2) Sell "American" Cartier into all airport locations 
where "American" Cartier is sold in the domestic 

TAX-PAID MARKET. 


3) Sell "American" Cartier into all U.S. airports. 
Sell the Virginia Cartier in all other segments of 
U.S. DUTY FREE. 


4) Sell "American" Cartier in all U.S. duty free 
OUTLETS. 


M 


Source: https://www.industrydocuments.ucsf.edu/docs/kpgn0004 
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mmm vs, Americanten ded cariier 


mmik - A DVANTAG ES 

• ALMOST all of the customers in U.S, duty free shops 
ARE NOT U.S. CITIZENS. 

* Most all of Cartier's current purchasers in U.S. 

DUTY FREE SHOPS ARE MIDDLE AGED JAPANESE. AS 
INTERNATIONAL TRAVELLERS/CQNSUMERS, THEY WILL EXPECT 
TO RECEIVE THE STANDARD VIRGINIA BLEND AND PACKAGING 

for Cartier. 

• There is a demand for Virginia cigarettes in a 

NUMBER OF DUTY FREE SEGMENTS INCLUDING THE MEXICAN 

and Canadian Borders. Cartier would give Philip 
Morris a well-known Virginia blend to compete in 
these markets. 

* It would be easier to gain distribution for the 
Virginia blend in most outlets, especially airlines. 

* With proper visibility within Airport shops, we can 
attain brand awareness with the travelling U.S. 
consumer without alienating Cartier's current 
consumers. 

* The Virginia blend would most likely be less costly 
than the American blend. 

AMERICAN.- ADVANTAGES 

♦ By offering a different product the duty free 
retailer might be able to obtain higher margins and 
thus give Cartier a greater "push". 

• The American blend could help build PM-USA's 

TAX-PAID BUSINESS. 




Source: https://www.industrydocuments.ucsf.edu/docs/kpgn0004 
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m S-UTT FRE E INEsJMABKETINfi BECQEHENDATIQNS 

FOR. CA RTIER 


PRODUCT 

■ Sell the existing Virginia product in all locations 
except Los Angeles. 

• Test the American blended Cartier in Los Angeles at 
a higher retail price ($18-20 per carton). 

mam 

• Maintain the existing pricing of $34.50/536.50 less 
5%. 


• Establish a S34.50/M less $1.10 (handling and 

DELIVERY ALLOWANCE) PRICE FOR THE AMERICAN BLENDED 
PRODUCT, 

PROMOTION 

• Obtain new backlit transparencies in all major 

OUTLETS IN ADDITION TO MAINTAINING EXISTING AIRPORT 
TRANSPARENCIES. 

• Establish window product displays where feasible. 

• Pay for the backlits and displays via a $/M volume 
incentive program where possible, The program 
should be set up to generate a 65-70% gross margin 
to Duty Free Shoppers and other key operators. 

• Offer a GWP item in select non-Japanese outlets. 


Source: https://www.industrydocuments.ucsf.edu/docs/kpgn0004 
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PACKAGING 


• As A NEXT STEP, WE SHOULD EXPLORE DIFFERENT CARTON 
PACKAGING WHICH COULD OFFER PM AND THE RETAILER A 
HIGHER GROSS MARGIN. 


Source: https://www.industrydocuments.ucsf.edu/docs/kpgn0004 
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